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Senat or Chafee and Menbers of the Conmttee, | am pl eased
to have the opportunity today to review what | essons we
can take from NAFTA and apply to our relations with the
rest of the Americas.

| would like to review first the significant successes we
have experienced in expanding trade with our two NAFTA
partners, Canada and Mexico and in so doing,
strengthening the relationships with our North Anerican
nei ghbors. Then | would like to review prospects for
extendi ng these successes to the rest of the Western

Hem sphere.

NAFTA' s Record

The econom ¢ benefits of NAFTA are clear. It has
generated growth and econom ¢ nonmentum for many regions,
communi ties and individual citizens. NAFTA has hel ped
spur the creation of a North Anerican market
characterized by | ow and declining trade barriers, conmon
st andar ds, enhanced cooperation on | abor and environnent

i ssues and economni ¢ innovation and dynami sm Trade anong
t he three NAFTA countries has grown by 96 percent since
NAFTA entered into force in 1994. In dollar figures, our
trilateral trade increased from $289 billion in 1993 to
about $570 billion in 1999.

I n expanding trade in North Anmerica, NAFTA has
contributed to job creation at honme. Since NAFTA entered
into force, U S. enploynent has risen by over 7 percent
(12.8 mllion jobs) and unenpl oynent has dropped from
6.5%to 4.1% Many of these jobs are tied directly to
increased trade, and according to Comrerce Depart nent



data, export-related jobs pay an average of 16 percent
more than other jobs.

The trade |iberalization neasures of NAFTA have pl ayed a
significant role in spurring growth in sone of the nost
dynam ¢ sectors of our econony. For exanple, the
information technol ogy i ndustry now generates over one-
third of gromth in the U S. GDP and has benefited greatly
froml|ower barriers in Canada and Mexico. Wth

di sappearing trade barriers and greater predictability
engendered by NAFTA, conpanies can plan better and nore
effectively conpete throughout this dynam c market.

NAFTA has shown to the Anerican public, and to U S

wor kers, what opening up markets for our products can do.
The statistics cited earlier are represented in countl ess
success stories at the individual conpany |evel:

-- Coded Communi cations, a small manufacturer of wreless
nobi | e data comruni cati ons systens, has seen its

enpl oynment grow by 25% since NAFTA went into effect, with
pl ans to expand enpl oynent by an additional 20%in the
next 18 nont hs;

-- Tayl or Dunn, another California firm which

manuf actures electric vehicles, added fifty workers
because of increased sales after NAFTA reduced Mexico's
tariff on its products from25%to zero;

-- Farm and I ndustries of Kansas City, the | argest
farmer-owned cooperative in North America, which sold $50
mllion in wheat, corn and soybeans to Mexico pre-NAFTA,
is now exporting $450 mllion of its products to Mexico,

i ncl udi ng beef and pork.

-- Goul ston Technol ogi es of Monroe, North Carolina, which
manuf actures synthetic fiber |ubricants, saw exports to
Mexi co increase 250% si nce NAFTA began, and accordingly
increased its enpl oyee base. Tariffs for its product
dropped from 15% to zero thanks to NAFTA.

| understand that later in the hearing we wll hear from
a conmpany in Rhode Island that has benefited from NAFTA-
driven trade liberalization.

These successes have been replicated many tines over
t hr oughout our 50 states. In many respects, NAFTA has
created a true North American market.



NAFTA has al so changed investnent patterns, |eading
conpanies fromall three NAFTA partners to base their

i nvest nent decisions nmore fully on comrercial factors
alone. NAFTA is elimnating requirenents that forced
US. firm to invest in Mexico if they wanted to sel
products and services there. Conpanies can now nore
easily spread manufacturing and distribution operations
anmong all of the NAFTA partners. This is leading to

hi gher degree of econom c integration across our borders,
spurring the econom es of all three nations.

A U S. conpany building a facility in Mexico, for
exanple, will often need to increase production fromits
U S. base to supply it, |eading manufacturing operations
to beconme closely integrated across borders. Wen

i nvest nent occurs further afield, such relationships are
often not as strong. Moreover, the dynam sm of the North
American market and the greater attractiveness of a

| arger, nmore integrated market has hel ped spur investnent
|l evels fromall sources. The total stock of foreign
direct investnment in the NAFTA countries has now reached
$864 billion.

NAFTA has al so had the positive effect of mtigating the
adverse effects of regional econom c downturns, such as
what occurred in Asia several years ago. Despite Asia's
contraction of purchasing power, NAFTA's reduced barriers
permtted us to increase our exports to Mexico and Canada
by $13 billion in 1998. Moreover, the NAFTA agreenent
means that even during tinmes of economc difficulty such
as Mexico's peso crisis in 1994-95, North American

mar ket s nmust stay open to us.

The econom c benefits of NAFTA have led to equally

i nportant beneficial effects concerning our w der

rel ati onships with our North Anerican nei ghbors. As
trade rises to unprecedented |l evels, we are constantly
bei ng brought together to resolve problens and address
common chal | enges. The hi gher growth and greater

enpl oynment resulting from NAFTA have al so hel ped to
create increased confidence in NAFTA countries.

Wth respect to Mexico in particular, NAFTA has been
instrunental in making necessary econonic reforms
permanent and irreversible and in reinforcing the rule of
law. And it is inportant to renmenber that while NAFTA
has done nuch to increase econom c integration in North



America, the U S., Mexico and Canada remai n sovereign,
each very much in control of our own econom c and
political destinies.

Labor and Envi ronnment

NAFTA has al so provided nmechani sms and institutions to
i ncrease cooperation on | abor and the environnent.

Envi ronmental issues loomlarge in our NAFTA

rel ationships, given the shared North American continent
and the | ong borders with both Mexico and Canada. We
work closely with both Canada and Mexico to pronote
cooperation on resolving issues related to boundary

wat ers and controlling transboundary air and water

pol lution. For exanple, the North American Devel opnent
Bank (NADB) is working with the sponsors of 29 certified
projects that are applying for financial assistance from
t he Bank. As of March 2000, the NADBank has authorized
$209 million in loans and/or grant resources for 26
infrastructure projects. These projects will represent a
total investment of $764 million to reduce water

pol luti on and inprove health conditions.

Si nce 1994, through the Comm ssion for Environnental
Cooperation (CEC), the U.S., Mexico and Canada have
undertaken 36 projects in biological diversity,
conservation, sound chen cal nanagenent, marine ecosystem
protection, pollutant reporting, and trade-environnent

i ssues. Exanples include conservation of the Monarch
butterfly, developing the North American Bird
Conservation Strategy, and the initiation of a North
Ameri can Biodiversity Information Network. Under the
CEC, the North American Fund for Environnental
Cooperation (NAFEC) has awarded 127 community-based
grants totaling $4.8 million to conmunity-based
initiatives contributing to the conservation, protection
and enhancenment of the North Anerican environnment.

The North American Agreement on Labor Cooperation
(NAALC), the | abor suppl emental agreement to NAFTA,
allows us to advance | abor issues and nonitor enforcenent
of labor laws in our trading partners. It also creates a
forumfor airing public concerns about |abor |aw

enf orcenent directly with governments. Twenty-two
subm ssi ons have been filed under the NAALC, severa

| eading to mnisterial consultations and adoption of work
prograns to address concerns raised in the subm ssions.



I n 1997, for exanple, subn ssions pronpted m nisteri al
consul tations on freedom of association and safety and
health issues. Earlier consultations have led to a
trilateral conference on the |abor rights of wonen in
North America, and a work program of trilateral sem nars
on union registration, certification, elections,

recogni tion and uni on denocracy.

And of course, NAFTA has been instrumental in creating
new hi gher-paying jobs, not just in the United States,

but also in Canada and Mexico. This has led to increased
demand for U. S. products and services from consuners

t hr oughout North America.

Ext endi ng NAFTA's Success to the Rest of the Anericas

We are now in the process of building on the success of
NAFTA to create a hem sphere-wi de Free Trade Area of the
Americas, enconpassing all of the denocracies of the
West ern Hem sphere. When conpleted in 2005, the FTAA

will be the largest free trade zone in the world,
establishing a market exceeding $10 trillion, with nore
than 800 mlIlion people. It will further enhance trade

wi thin our hem sphere, which already accounts for 47% of
our total trade.

The dramatic changes in Latin America over the past
decade have made such an initiative possible. Throughout
t he hem sphere, countries have noved from outdat ed
econom ¢ nodel s enphasizing state control, closed markets
and inport substitution to privatization and open markets
where foreign trade and investnment are wel come. Just as
i nportant, denocracy and the rule of |aw are now very
much the normrather than the exception.

I n opening up their trade reginmes, nearly all countries
in the Western Heni sphere have participated in
establishing a wave of trade groupings that have
dramatically | owered barriers and contri buted
significantly to economc growh and political stability.

Yet the transition to free markets is inconplete and
there is danger of drifting backwards. Unforeseen events
have al so taken a toll. In recent years, many Latin
countries have been severely affected by hurricanes, E

Ni io, the fallout fromthe Asian econom c crisis and the
subsequent decline in commodity prices. Clearly, a

hem spheric-w de trade agreenent would help to strengthen



mar ket econonmi es while providing wel cone new access to
Latin American markets.

The | eaders of the Anericas have already nade nuch
progress in building a nore integrated and prosperous
hem sphere. In two Summts of the Anericas, |eaders have
set out numerous far reaching goals, including a program
of universal education, access to nodern

t el ecommuni cati ons and the Internet, cooperative programs
of environnental |aw enforcenent, crime and narcotics
control, and anti-corruption neasures. At their Decenber
1994 summt, they made the historic decision to create

t he FTAA by 2005.



FTAA

In taking part in the FTAA negotiations, the

adm nistration is applying the many | essons we | earned in
establishing the NAFTA. For instance, prior to the

| aunchi ng of formal negotiations, the 34 FTAA countries
met regularly to discuss existing trade regul ations and
practices in the hem sphere and began to identify issues
for negotiation. Nine negotiating groups and three
commttees were fornmed, and actual negotiations began in
Septenber 1998. Since then, negotiators have been
nmeeting in Mam nearly every week.

The negotiators created annotated outlines for the
proposed chapters of an FTAA agreenment in tinme for |ast
Novenber’s M nisterial neeting in Toronto and are now
working on a draft text. The ministers in Toronto al so
approved a package of nmeani ngful and practical business
facilitation measures that is already being inplenmented.
The neasures are nostly in the critical custons area, and
shoul d do nmuch to pronote commerce throughout the

hem sphere.

The nine FTAA negotiating groups, which range from market
access and agriculture to conpetition policy, have as
broad goals reducing trade barriers, facilitating trade
and establishing clear rules. The FTAA ains to elimnate
tariffs, establish better protection of intellectual
property and encourage conpetition, transparency and
inpartial regulation of the services industries. The
FTAA will also create an effective neans of resol ving
trade disputes. AlIl of these neasures will greatly
expand consuner choice, |ower prices and spur innovation.

In addition to the nine negotiating conmttees, the FTAA
has established three other groups whose mandate is to
take into account the special challenges of negotiating a
trade agreement in the 21° Century. An e-commerce
commttee is working to identify how trade rules m ght
best address the interests of consunmers and business in
this rapidly growing sector. Another committee is
specifically focused on the needs of smaller econom es
while the third is designed to advise governnents on the
vi ews of business, |abor, consumers, environnmentalists,
academ cs and other citizens groups. The establishnent
of this Civil Society commttee, for which I amthe U S
| ead, is unprecedented in any major trade negotiation.



Through the reduction of trade barriers and the
institution of fixed and clear rules, the FTAA w ||
strengthen the val ues of openness, accountability, and
denocracy.

CBlI
Before | conclude, | would like to take the opportunity
to nention a related issue, the bill to enhance the

Cari bbean Basin Initiative (CBlI), which along with the
conpani on Africa G owh and Opportunity Act, is currently
in conference. Since its inception in 1983, CBI has
encouraged the countries in the Caribbean and Centr al
Anmerican region to diversify their industries by

provi ding preferential access to the U S. market. It is
a key conponent of the Admnistration's strategy to help
the countries of the region strengthen denocratic

gover nance through econom c¢ devel opnment.

The existing program has been a great success for the
both the U S. and the region, with annual two-way trade
now topping $40 billion. Enhancing the CBI will enable
Cari bbean nations to conpete nore effectively while
provi di ng better opportunities for U S. exports. Passage
of this neasure woul d support favorable econonic and
political trends in the region and al so hel p enabl e these
countries to undertake the obligations of an FTAA
agreenent .

Concl usi on

We have achi eved much during the six years NAFTA has been
in effect. In increasing economc gromh and stability in
North Anmerica and strengthening the bonds of friendship
and cooperation across the continent, NAFTA has served

U S interests well.

An FTAA will provide simlar benefits on a hem spheric
basis. We intend to continue to nove vigorously to bring
this process to fruition by the 2005 target date. W

| ook for your support.

Thank you for the opportunity to testify today. | would
be pleased to respond to any questions you or other
menbers of the Committee may have.



